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In his opening address to the Joint Meeting of the 
Boards of Fund and Bank, Mr. van de Kieft has pointed 
out that the International Monetary Fund is presently 
entering into a period of crucial importance. And, indeed, 
the Fund is clearly standing at a crossroads. 

As Mr. van de Kieft has stated, the postwar transitional 
period, during which most member countries could not 
be expected to be able to do away with restrictions on 
payments and transfers for current international trans- 
actions, is now clearly drawing to an end. One could 
hardly think of a more solid confirmation of this state of 
affairs than the one furnished by the fact that the Annual 
Report of the Executive Directors, now before us, devotes 
its first chapter to a hopeful discussion of the pros- 
pects for convertibility. It stresses the important progress 
that has been made in the extension of liberalization 
and the easing of discriminatory restrictions. It com- 
ments on the gradual elimination of the “dollar gap.” 
It quotes with satisfaction the expressions of readiness to 
participate in a concerted move toward convertibility 
made by a number of European monetary authorities 
representing countries which are among those that suf- 
fered most from the devastations of war. 

And yet, though so many countries seem to be standing 
on the edge of convertibility, one cannot deny that there 
is an atmosphere of hesitancy and frustration around 
them. They are standing there, like the girl in the nursery 
rhyme: 

Mother, may I go to swim? 

Yes, my darling daughter! 

Hang your clothes on the hickory limb 

But don’t go near the water! 
What is it that has brought them that far? What is it that 
holds them back? Are they only out for a flirtation with 
convertibility, or do they really have sound reasons to 
fear a bad cold? I think this problem deserves some more 
of our most earnest attention than the simile I have just 
made might tend to evoke. 

Convertibility in the sense of the Articles of Agreement 
of the Fund will be attained only when a number of 
countries abandon the protection given them for the post- 
war transitional period by the provisions of Article XIV 
of the Fund Agreement and consequently accept the 


general obligations as formulated in Article VIII. Mr. 
van de Kieft has called it a challenge to the Fund to find 
a way of inducing as many members as possible to take 
this decisive step. 

And indeed, it looks like the last chance the Fund has 
got to bring about the realization of that high ideal, set 
forth by the founding fathers, of creating a truly multi- 
lateral system of international payments, based on fixed 
par values, and free from restrictions and discriminatory 
practices that have not received the prior approval of its 
Executive Board. If the Fund should fail in this task, it 
will have to acquiesce in the continuation of a conglom- 
erate of more or less improvised payments relations be- 
tween member countries, of which the best part—the 
European Payments Union—was never meant to be more 
than a temporary expedient, and which, as a whole, will 
always be under danger of gradually sliding back into 
the chaos of purely bilateral catch-as-catch-can. 

It is my personal opinion that the graveness of this 
issue can hardly be exaggerated. Just as our national 
economies can thrive only on the basis of a sound and 
honest unit of account, so our international economy needs 
a sound and honest system of international payments, to 
serve as a foundation for that balanced growth of inter- 
national trade which has so much to contribute to the 
attainment of higher levels of real income for all member 
countries. The Bretton Woods Agreement holds out to 
the world the promise of such a sound and honest system 
of international payments. The Articles of Agreement 
of the Fund have laid down its general outline, but the 
details have not yet been filled in, and they could not be 
filled in without the knowledge of the actual conditions 
under which the system would have to work. These con- 
ditions are now gradually taking shape. The time has, 
therefore, come for the Fund to clarify and further specify 
the rules under which it expects to be able to induce mem- 
bers to accept and recognize the Fund as the active center 
of such a payments system. 

It will be the duty of the Executive Board, aided by 
the Managing Director and his staff, to formulate such 
rules. But I cannot doubt that they would feel greatly 
stimulated and helped in this task if our discussion of the 
Board’s Annual Report should lead to the expression of 
some general ideas about the principles by which the 









118 


Fund might be guided in the elaboration of its policies 
for the future. I, therefore, feel entitled to call upon you, 
my fellow Governors, not to hesitate—when making your 
observations on the Fund’s Annual Report—in letting us 
have your views upon the course of action you feel the 
Fund should take in the years to come. I also feel bold 
enough to ask you to permit me to set the example myself 
by making a few observations on some of the causes that 
seem to hold back so many countries from abandoning 
the protection offered to them for the duration of the 
postwar transitional period by the provisions of Article 


XIV. 
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Under Section 2 of Article XIV, members may, in the 
postwar transitional period, maintain and adapt to chang- 
ing circumstances restrictions on payments and transfers 
for current international transactions. 


Under Section 2 of Article VIII, each member under- 
takes the obligation not to impose restrictions on the 
making of payments and transfers for current interna- 
tional transactions without the approval of the Fund. 


The difference is as simple as that. Under Article XIV, 
the member itself—apart from some rather general quali- 
fications—is the sole judge of whether its essential inter- 
ests do or do not demand certain restrictive practices. 
Under Article VIII, the member has to submit to the 
judgment of the Fund. 





































































































One may well ask for what reasons, under these cir- 
cumstances, 47 of the 57 members of the Fund still avail 
themselves of the transitional arrangements. Is it because 
none of them has as yet established internal equilibrium 
and, therefore, could not do away with restrictions on 
current payments without risking a balance of payments 
deficit of unsupportable magnitude? Is it because these 
countries want to make use of the rights of Article XIV 
in order to follow selfish policies and to procure advan- 
tages to themselves, even if it be to the detriment of their 
fellow members? Or is it, rather, because these countries 
have no idea what the judgment of the Fund might be if 
they should submit for its consideration cases in which 
their highest commercial interests might well be involved? 
Or because they do not know what assistance of the Fund 
they could rely on if, once restrictions should be aban- 
doned, balance of payments difficulties should reoccur? 











































































































It is quite possible that, in some instances, the more 
selfish reasons mentioned above are a factor in with- 
holding member countries from accepting the obligations 
of Article VIII. But, generally, I think, we must realize 
that at the bottom of their hesitations lies a proper con- 
cern for the risks involved in submitting oneself to the 
judgment of a jury that has not yet made clear by what 
code it is going to be guided. 
































I will now mention a few examples of the uncertainties 
with regard to the Fund’s policies, which—as it would 
seem to me—play their part in causing member countries 
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to hesitate in making their currencies convertible in the 
sense of the Articles of Agreement. 


A first risk to which such a country would expose itself 
is that, having given up the rights to apply restrictive 
practices against others, it might well find itself sub. 
jected to new restrictions on the part of member countries 
which still avail themselves of the rights of Article XIV. 
It is true that the United States and other convertible 
countries in the Western Hemisphere have been suffering 
this very disadvantage, but one must not forget that the 
relative interests involved are quite incomparable. The 
commercial export of goods and services by the United 
States does not amount to more than approximately 5 
per cent of its national income. The exports of other 
convertible countries in the Western Hemisphere are 
largely directed to the United States. On the other hand, 
in a country like the Netherlands, the volume of exports 
of goods and services in proportion to national income 
amounts to nearly 50 per cent, and of this less than one- 
seventh part is directed to convertible countries. A pro- 
portionately equal loss of export outlets, which in its 
impact on the national income of the United States might 
be almost negligible, might mean well-nigh a calamity for 
a country like Holland. In such a position it is very 
difficult for a country to accept with equanimity the 
imposition of discriminatory restrictions by important 
trade partners. It must be able to protect its interests; 
for instance, by making some special bilateral or multi- 
lateral arrangements with such partners. But, would the 
Fund approve? 


Another example is the risk of a change in tariff poli- 
cies by one of the major participants in the convertible 
payments system, as a consequence of which the currency 
of that country might tend to become scarce. It is true 
that Article VII of the Fund Agreement gives some provi- 
sions regarding the occurrence of a general scarcity of a 
particular currency. It is significant, however, that only 
when the demand for a member’s currency seriously 
threatens the Fund’s ability to supply that currency is 
the Fund obliged to formally declare such currency scarce, 
and that only after such a declaration shall members be 
authorized to impose temporarily limitations on the free- 
dom of exchange operations in such currency. This might 
mean that only after the other member countries with 
convertible currencies had put themselves seriously in 
debt with the Fund would they be free to counteract 
properly the nefarious effect on their economies of the 
protectionist policies of such major member country. 
Under Article XIV, a member country would be free to 
act at a much earlier moment. It might urgently want to 
do the same under Article VIII. But, would the Fund 
approve? 

That this question should not be thought of as a purely 
academic one is indicated by the reappearance of rather 
strong protectionist tendencies in the United States which 
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have caused such deep concern in the rest of the world. 
The high hopes for a further growth of international 
trade which the Randall Report evoked have not been 
quenched. But the opposition which this Report has en- 
countered and the delay that has ensued in the implemen- 
tation of the program it originally laid out have created 
an atmosphere of uncertainty that cannot but unfavorably 
affect the forces working toward convertibility. 

Finally, I want to mention a third uncertainty involved 
in the transition from Article XIV to Article VIII, namely, 
the uncertainty as to the policies to be followed by the 
Fund with respect to access to its resources. 

On the one hand, countries making this transition may 
well ask of what assistance by the Fund they can be sure 
if, through no fault of their own, they should find them- 
selves with deficits in their external accounts endangering 
their reserve position. We all know that the Fund has 
lately been giving a great deal of attention to the prob- 
lem of the use of its resources and that the stand-by 
agreements are being thought of as an important instru- 
ment of policy. But, no doubt, more thought will have 
to be given to this subject, and especially to the question 
of relationship between stand-by agreements and the 
transition to convertibility in the sense of the Articles of 
Agreement. 

In this connection, however, another aspect of the use 
of the Fund’s resources also deserves our attention. It 
may well be asked by countries making the transition 
from Article XIV to Article VIII whether making their 
currencies convertible in the sense of the Fund Agree- 
ment does not greatly increase the chance that other 
countries, both convertible and inconvertible ones, would 
become interested in buying their currencies from the 
Fund, thus obligating them to turn into active internal 
purchasing power the noninterest-bearing bonds now 
dormant in the hands of the Fund’s Treasurer. The more 
successful the Fund in inducing members to place them- 
selves under the rulings of Article VIII, and the easier 
the access to the Fund’s resources, the greater the risk 
that the Fund might become an instrument for slowly but 
persistently spreading inflation. 

It is well to remember that the European Payments 
Union, for all the undeniable benefits it has given to its 
members, has not quite escaped this danger. The pur- 
chasing power made available to its fellow members by 
way of credits to the Union by a country like the Nether- 
lands has gradually increased to more than 4 per cent of 
its national income. In its impact on the internal econ- 
omy of the country, this credit must therefore be con- 
sidered equivalent to a credit given by a country of the 
magnitude of the United States of more than $12 billion. 
This credit, financed by the central bank, has undoubtedly 
exerted an inflationary influence on the Netherlands econ- 
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omy. The slow decline in the internal purchasing power 
of the guilder, which has made itself felt in the last few 
years, notwithstanding the total absence of internal in- 
flationary impulses, bears witness to this fact. 

It would seem to me that the Fund can escape the 
danger of thus becoming a source of inflation only if it 
gives the closest attention to the conditions under which a 
more or less automatic access to its resources—be it under 
stand-by agreements or otherwise—shall be allowed. 

Unlike the Bank, the Fund has never been meant to 
take care of problems arising from a lack of capital. Its 
duty is to take care of the lack of international liquidity 
needed to overcome the pressure on foreign exchange re- 
serves caused by spontaneous fluctuations in the internal 
liquidity positions of member countries and by the un- 
avoidable lapse of time required for adapting internal 
monetary and fiscal policies to unexpected changes of 
circumstances. 

It is, therefore, not enough that member countries— 
even if they have made their currencies convertible— 
should show a deficit in their external accounts to con- 
sider them qualified to draw on the Fund’s resources. 
It is, besides, necessary to take into consideration the 
causes that have brought about this situation. If these 
causes come within the province of the Fund’s purposes, 
the access to the Fund’s resources should be made as free 
and unencumbered as would seem justified in view of the 
member’s quota. If, however, the external deficits must 
be attributed to a member’s willful inflationary policies, 
no access to the Fund’s resources ought to be given. 

It would be impossible to maintain an international 
monetary community in which mutual credit provisions 
have been created to help in fulfilling the functions 
previously exercised exclusively by the international 
stock of gold—a gold stock too small and too unevenly 
divided to take care properly of the consequences of the 
spontaneous fluctuations in private liquidity that do occur 
in modern economies—if the members of that community 
did not submit to sound rules of monetary behavior. 

I think that also in this field there is room for further 
study on the clarification of the Fund’s future policies. 

I would like to close herewith my introductory remarks 
to the discussion of the Fund’s Annual Report. The sub- 
ject of the Fund’s future policies is inexhaustible, and 


I do not wish to exhaust your patience. If my observa- 
tions have helped to stimulate our further discussions, 
they have well served their purpose. I hope you will find 
occasion to bring up for consideration many more and 
many better ideas than I have just expressed. If so, 1 am 
sure, the International Monetary Fund will greatly benefit 
from our exchange of views. 


September 25, 1954 














At the Ninth Annual Meeting of the Fund, the following 
resolution, which had been submitted to the Board of 
Governors by the Board of Executive Directors, was 
adopted on September 27, 1954: 

“Whereas Czechoslovakia has failed to fulfill its obli- 
gations under the Articles of Agreement of the Inter- 
national Monetary Fund in that it has failed to supply 
the Fund with the minimum information required pur- 
suant to Article VIII, Section 5, and has failed to consult 
with the Fund under the provisions of Article XIV, 
Section 4; 

“Whereas the Executive Directors, on November 4, 
1953, acting pursuant to Article XV, Section 2(a), 
declared Czechoslovakia ineligible to use the resources 
of the Fund because of the said failure to fulfill its 
obligations; 

“Whereas said failure on the part of Czechoslovakia to 
fulfill its obligations has persisted notwithstanding the 
declaration of November 4, 1953 that Czechoslovakia is 
ineligible to use the resources of the Fund; and 

“Whereas the Executive Directors in their Report to 
the Board of Governors on the above subject dated 
August 18, 1954 have recommended that, pursuant to 
Article XV, Section 2(b), of the Articles of Agreement, 
the Board of Governors require Czechoslovakia to with- 
draw from the Fund effective at the close of business on 



























Indonesia, which became a member of the International 
Monetary Fund on April 15, 1954, purchased US$15 mil- 


Europe 
Negotiation of Nontransferable Balances in the Netherlands 


The Netherlands Bank recently issued a general license 
permitting residents to dispose of certain nontransferable 
balances in foreign currencies held in the names of these 
residents or in the names of Netherlands authorized 
banks. The general license refers to balances which, 
because of regulations prevailing abroad, cannot be 
transferred to the Netherlands through payments agree- 
ment accounts. Holders of such balances are now per- 
mitted to sell them to other residents, to nonresidents 
against payment to the debit of free guilder accounts, or 
to nonresidents against payment in U.S. dollars, Canadian 
dollars, or free Swiss francs. Moreover, these balances 
can be utilized for the purchase of foreign securities and 
the subscription to new issues of foreign securities, pro- 
vided these securities are officially quoted on the stock 
exchange of the country in question and coupons and 
dividends are payable in its currency. Finally, the bal- 
ances may be used for the purchase of real estate and 
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Indonesian Purchase from the Fund 


lion from the Fund on August 12. 










Czechoslovak Membership in the Fund 


December 31, 1954, unless the Executive Directors deter. 
mine that Czechoslovakia shall have, prior to Decem. 
ber 31, 1954, supplied the Fund with the information 
required under Article VIII, Section 5, and entered into 
consultation with the Fund under the provisions of 
Article XIV, Section 4; 

“Now therefore the Board of Governors hereby 
Resolves: 

“That, pursuant to Article XV, Section 2(b), of the 
Articles of Agreement of the Fund, Czechoslovakia be, 
and hereby is, required to withdraw from membership 
in the Fund, such withdrawal to be effective at the close 
of business on December 31, 1954; provided, however, 
that if the Executive Directors determine that Czecho- 
slovakia shall have prior to December 31, 1954 supplied 
the Fund with the information required under Article 
VIII, Section 5, and shall have entered into consultation 
with the Fund under the provisions of Article XIV, 
Section 4, this resolution shall be of no force and effect.” 

Forty-two affirmative votes were cast in favor of the 
resolution. Two members, Czechoslovakia and India, 
voted against the resolution; nine members, Burma, 
Ceylon, Finland, Iceland, Indonesia, Iran, Jordan, Leb- 
anon, and Yugoslavia, abstained; and the votes of four 
members, Ecuador, El Salvador, Greece, and Guatemala, 
were not recorded. 


Source: Bank Indonesia, Bulletin, Djakarta, Indonesia, 
No. 3, August 1954. 


the payment of costs related to the management of 
investments abroad. 

The new license replaces a license issued in December 
1953 which permitted holders of nontransferable_bal- 
ances to negotiate them with authorized banks only. 


Source: De Maasbode, Rotterdam, Netherlands, Septem- 
ber 23, 1954. 


Terms of K.L.M. Loan 

The loan concluded by K.L.M. (Royal Dutch Airlines) 
with the National City Bank and the Chase National Bank, 
and which served to refinance a loan from the Inter- 
national Bank for Reconstruction and Development (see 
this News Survey, Vol. VII, p. 97), bears interest of 
3.25 per cent per annum. The interest rate on the IBRD 
loan was 4.25 per cent. Certain conditions attached to 
the latter loan are not included in the contract for the 
new loan. For instance, the new loan is not covered by a 
guarantee of the Netherlands Government or by a mort- 
gage on airplanes. 
Source: De Maasbode, Rotterdam, Netherlands, Septem- 

ber 16, 1954. 
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Danish-U.K. Trade 


After long negotiations, British importers and Danish 
exporters have agreed on the Danish bacon exports for 
the coming year, under the long-term agreement which 
expires in September 1956 (see this News Survey, Vol. VI, 
p. 68). The price is unchanged, at 237s. 6d. per cwt., but 
the maximum quantity that the British Ministry of Food 
agrees to buy has been increased from 200,000 tons to 
240,000 tons. However, the minimum quantity that 
Danish exporters are obliged to ship is 208,000 tons, 
which gives Danish exporters more possibilities for selling 
to other countries if market opportunities should appear. 

















For the last year of the long-term butter agreement 
with the United Kingdom—October 1, 1954-September 30, 
1955—Danish exporters have accepted a 354 per cent 
reduction in prices. 


Sources: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, September 21, 1954; Politiken (Weekly 
Overseas Edition), Copenhagen, Denmark, Sep- 
tember 26-October 2, 1954. 















Norwegian Coal Imports 














Norway has started to import some coal from the 
United States, for which the price is NKr 100 (US$14.00) 
per ton. The cost of comparable British coal is NKr 125 
($17.50), and that of Polish coal is NKr 140 ($19.50), 
per ton. 

Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, September 22, 1954. 



























































Yugoslav Foreign Trade Regulations 


According to a decree of March 17, 1954, which 
amends an earlier decree of December 23, 1953, Yugoslav 
imports are subject to one of ten coefficients: 1, 1.20, 1.30, 
1.50, 1.75, 2, 2.50, 3, 3.50, 4, determined on the basis 
of their selling prices in relation to the production costs 
of Yugoslav industry. Importers of goods subject to a 
coefficient higher than 1 are required to pay into the 
National Bank an amount corresponding to the value of 
the goods converted into dinars at the free rate of 
exchange multiplied by the relevant coefficient minus 1. 
Imports are also subject to an additional tax whenever 
the exchange rate of the foreign currency is more than 
twice the official rate as adjusted by the National Bank 
of Yugoslavia. A limited list of raw materials and indus- 
trial products is exempt from this additional tax. 

























































































The system of export regulation also was amended on 
May 10, 1954. Exporters who previously had to surrender 
a fixed proportion of the currency received by them to 
the National Bank at the official rate will now receive 
the free market rate, which is from two to four times 
the official rate. The tax on profits from the sale of 
foreign currency in the free market has also been reduced, 
from 80 per cent to 30 per cent of the amount corres- 
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ponding to the difference between the official rate and 
the actual rate at which the currency has been sold. 


Exporters who previously received from the National 
Bank an amount equal to the selling price of their exports 
in foreign currency converted into dinars at the official 
rate multiplied by the relevant export coefficient are now 
permitted to convert their export proceeds into dinars at 
the rate ruling on the free market. 

Source: Kredietbank, Weekly Bulletin, Brussels, Belgium, 
September 12, 1954. 


Middle East 


Egypt's Foreign Trade 


Egypt had a favorable trade balance of LE 8.8 million 
for the first half of 1954, against a deficit of LE 8.2 mil- 
lion during the corresponding period of 1953. The value 
of imports fell to LE 70.9 million in the first half of this 
year, from LE 81.6 million in the first half of 1953, and 
the value of exports and re-exports rose to LE 79.7 mil- 
lion, from LE 73.4 million. 

The principal sources of imports were the United 
Kingdom (providing Egypt with 14 per cent of total 
imports during the first half of 1954, compared with 
9 per cent in the corresponding period of 1953), Western 
Germany (providing 13 per cent, compared with 11 
per cent), and the United States (providing 11 per cent, 
compared with 15 per cent). Egypt’s chief customers dur- 
ing the same period in 1954 were India (receiving 17 per 
cent of total exports, against 15 per cent during the same 
period in 1953), the United Kingdom (receiving 13 per 
cent, against 9 per cent), and France (receiving 12 per 
cent, against 14 per cent). 

Source: The British Chamber of Commerce of Egypt, 
Journal, Cairo, Egypt, August 1954. 


Oil Production in Saudi Arabia 


Crude oil production in Saudi Arabia during August 
amounted to 28,492,455 barrels, an average of 919,111 
barrels per calendar day. Crude oil processed at the Ras 
Tanura refinery amounted to 6,955,051 barrels. Crude 
oil production during the first eight months of the year 
totaled 232,762,587 barrels, and the crude run in the 
refinery was 53,963,958 barrels. 


Source: Arabian American Oil Company, Press Release, 
New York, N. Y., September 20, 1954. 


Syrian-Lebanese Economic Agreement 


The Syrian Ministry of Economy has announced that 
agreement has been reached with the Lebanese Govern- 
ment to extend for another six months (i.e., to March 27, 
1955) the Lebanese-Syrian Economic Agreement (see 
this News Survey, Vol. V1, p. 305). 

Source: Le Commerce du Levant, Beirut, Lebanon, Aug- 
ust 21, 1954. 


Far East 
Asian Payments Union 


A working group of experts from nine Asian countries, 
meeting under the auspices of the Economic Commission 
for Asia and the Far East, has recently examined the 
possibility, the usefulness, and the desirability of a 
regional payments union in Asia and the Far East. It 
was pointed out in their report that multilateral offsetting 
of deficits and surpluses would eliminate the need for 
bilateral balancing. A payments union woud not only 
bring about an economy in the use of foreign exchange 
resources; it would also promote closer economic co- 
operation among its members. However, the scope for 
multilateral compensation in the ECAFE region in addi- 
tion to what is already in operation there appears to be 
limited. The proportion of total ECAFE trade which 
could have been offset multilaterally through a payments 
union in recent years was only a small percentage. The 
problem of persistent creditors and persistent debtors 
which had arisen in the EPU is not likely to be absent in 
an Asian payments plan. A special problem arises from 
the fact that the countries in the region now belong to 
four monetary areas—the sterling area (Burma, Ceylon, 
India, Pakistan), the franc area (Cambodia, Laos, Viet- 
nam), the guilder area (Indonesia), and the dollar area 
(Philippine Republic). The relations of each country 
with its currency area may be a serious obstacle to 
participation in a regional payments union designed to 
perform functions practically identical with those already 
being performed by the currency areas. 


Most ECAFE countries are dependent on a few exports, 
the demand and the prices for which are subject to 
marked fluctuations. Their foreign exchange earnings and 
their resultant net positions are therefore liable to con- 
siderable variation. Consequently, initial quotas in a 
payments union might have to be high, and the working 
capital of the union would have to be large. Countries 
with favorable balances in intraregional trade might not 
wish to keep their balances with the union, especially in 
view of the demands made on their resources by their 
development programs. The prospects of any working 
capital becoming available from outside sources appear 
uncertain. 


Source; Economic Commission for Asia and the Far East, 
Report of the Working Group of Experts on 
Payments Problems of the ECAFE Region, Bang- 
kok, Thailand, August 31, 1954. 


Burma Rice Marketing 


During January-June 1954, Burma exported about 
760,000 long tons of rice, excluding bran, an increase of 
15 per cent over exports in January-June 1953. Develop- 
ments in the second quarter of 1954 were generally 
unfavorable, however. Rather than having an assured 
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market for most of the 1952-53 crop, as anticipated when 
the agreement with India was signed (see this News 
Survey, Vol. VI, p. 305), Burma may be forced to dis- 
pose of as much as 100,000 or 200,000 tons for nonfood 
uses at a marked reduction in price, as a result of the 
rejection of such rice by India. At the rate at which 
shipments to India moved from mid-April to late July, 
not more than two thirds of the 900,000 tons contracted 
for by that country will be exported in 1954, 

As of August 1, Burma had approximately 700,000 long 
tons as yet unsold for the 1954 marketing season. This is 
in addition to the undelivered portion of the Indian 
contract. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., September 20, 1954. 


Abolition of Japanese Link System 


The Japanese Ministry of International Trade and 
Industry has announced the abolition, as of October 1, 
1954, of the link system (see this News Survey, Vol. VI, 
p. 98). This decision means that the linking of exports 
of iron and steel products, plant, and other goods with 
such imports as bananas, canned pineapples, and sugar 
will be discontinued. The Ministry will establish next 
year a so-called “Export Promotion Special Account,” 
through which the Government will purchase all imported 
bananas and canned pineapples, as well as sugar, if pos- 
sible. Profits obtained from the sale of these products 
will be used to promote exports. On the basis of the trade 
of the last fiscal year, the profits from the sales of im- 
ported bananas and canned pineapples are estimated at 
about ¥ 1.5 billion per year. 

The Ministry is also studying the possibility of pro- 
hibiting all barter trade except that which is unavoidable 
because of trade agreements. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, September 11, 
1954. 


Indonesian Economic Developments 


The money supply in Indonesia increased by Rp 222 
million in the first quarter of 1954, and by Rp 828 million 
in the second; the total at the end of June was Rp 8.70 
billion. The most important factor in the increase was 
the Government’s budget deficit, which amounted to 
nearly Rp 1.89 billion for the first half of the year. 
There was a substantial balance of payments deficit, 
leading to a net decrease of Rp 1.04 billion in the gold 
and foreign exchange reserves during the six-month 
period, but this was not sufficient to neutralize the expan- 
sionary effects of the government deficit and other factors. 

The deficit was financed largely by borrowing from the 
Bank Indonesia. The floating debt of the Government 
increased from Rp 3 billion on December 31, 1953 to 
Rp 4.57 billion at the end of June 1954. Government 





INTER 


debt 1 
lion, | 
debt t 
Ind 
inad 
Rp 8& 
in the 
Rp 17 
the sei 
high. 
by dr 
extern 
quarte 
Rp 1 
chang 
banks 
Rp 42 
Ret: 
for D 
rose b 
1954. i 
The p 
1954. 1 
but th 


Source 


US. Ba 


The 
the Un 
to abo 
lion iz 
export 
the sec 
ports 
respon 
reserve 
the fac 
some « 
second 
second 
This r 
which 
sold a 
treasec 
busines 

Mos: 
accoun 
Europe 
especia 
purcha 
Americ 
in food 
there w 





when 
Vews 
| dis- 
food 
f the 
vhich 
July, 


acted 


) long 
his is 
ndian 


s and 
1954. 


e and 
ber 1, 
al. VI, 
xports 
s with 
sugar 
1 next 
ount,” 
ported 
if pos- 
‘oducts 
e trade 
of im- 
ated at 


of pro- 
oidable 


onomic 


ber 11, 


Rp 222 
million 
Rp 8.70 
ase was 
nted to 
ne year. 

deficit, 
the gold 
x-month 
e expan: 
r factors. 
from the 
yvernment 
1953 to 


vernment 





debt with the Bank Indonesia increased by Rp 1.94 bil- 
lion, but there was a decrease of Rp 350 million in the 
debt to importers on their prepayment accounts. 

Indonesia’s transactions with foreign countries resulted 
in a deficit of Rp 1.33 billion in the first half of 1954— 
Rp 852 million in the first quarter and Rp 482 million 
in the second. The merchandise trade deficit fell from 
Rp 175 million in the first quarter to Rp 33 million in 
the second, but the deficit on nontrade account continued 
high. The foreign payments deficit was financed mainly 
by drafts on gold and foreign exchange reserves, but 
external loans financed Rp 104 million of the second 
quarter deficit. Official donations were very small— 
Rp 10 million in six months. The gold and foreign ex- 
change holdings of the Foreign Exchange Fund and the 
banks fell by Rp 615 million in the first quarter and by 
Rp 423 million in the second quarter. 

Retail prices and the working class cost of living index 
for Djakarta showed some decline, but import prices 
rose by about 8 per cent. The output of food crops in 
1954 is expected to be considerably larger than in 1953. 
The production of rubber in the period July 1953-June 
1954. was less than in the preceding twelve-month period, 
but the production of tea, coffee, and sugar increased. 
Source: Bank Indonesia, Bulletin, Djakarta, Indonesia, 
No. 3, August 1954. 


United States 
.5. Balance of Payments 


The outflow of gold and short-term dollar assets from 
the United States in the second quarter of 1954 amounted 
to about $200 million, compared with around $500 mil- 
lion in each of the previous eight quarters. The U.S. 
export balance widened by $425 million from the first to 
the second quarter, as exports rose 23 per cent and im- 
ports only 9 per cent. The increase in exports was largely 
responsible for the smaller rate of accumulation of 
reserves abroad, although its significance is qualified by 
the fact that a dock strike in New York tended to shift 
some exports from the first quarter of the year to the 
scond. Even after allowance for this factor, however, 
second quarter exports were the highest since early 1952. 
This reflects the increasing relaxation of restrictions, 
which in turn has been made possible by the improved 
gold and dollar positions of other countries, their in- 
creased competitive ability, and the maintenance of high 
business activity in the United States. 

Most of the movement in the trade balance was 
accounted for by Latin America, continental Western 
Europe, and Canada. The rise in dollar purchases was 
especially marked in Brazil, following the unusually low 
purchases of the previous 18 months. For many Latin 
American countries, there was the usual seasonal decline 
in food exports to the United States. In Western Europe, 
there were nonseasonal increases in the trade deficits of a 
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number of countries; many of their increased purchases 
were of U.S. agricultural commodities paid for in non- 
dollar currencies. The increased Canadian deficit reflected 
the usual seasonal rise in Canadian imports. 

Partly offsetting the development in commodity trade 
was a rise of $80 million in the U.S. deficit on services 
account, which represented seasonal movements in travel 
and transportation and a small increase in offshore mili- 
tary expenditures. Net economic aid also increased by 
$80 million; although the reduction in new aid continued, 
loan repayments declined and credits to finance U.S. 
agricultural exports increased. The net outflow of private 
capital decreased by $60 million: Canadian security 
flotations declined and there was an increased inflow of 
long-term European capital. 

Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., September 1954. 


Disposal of U.S. Surplus Crops 


The United States is negotiating for the sale of $348 
million worth of surplus farm products under the new 
Trade Development Act, which has allocated $700 million 
to finance sales of surplus foods abroad for local cur- 
rencies over the next three years. The countries with 
which negotiations are in progress include the United 
Kingdom, Spain, Yugoslavia, India, Pakistan, Japan, and 
Chile. The largest items are $143 million for bread 
grains, $87 million for cotton, and $50 million for fats 
and oils. It is expected that most of the sales will be at 
competitive world prices, which for most of the commod- 
ities concerned are below U.S. domestic prices. 

Source: The Washington Post and Times-Herald, Wash- 
ington, D. C., October 1, 1954. 


Latin America 
Costa Rican Foreign Trade 


The steady improvement in Costa Rica’s balance of 
payments, which had begun a few years ago, continued 
in 1953. An article by Senor Alvaro Sancho C., in the 
Review of the Central Bank of Costa Rica, states that the 
main reason for the improvement has been the prevailing 
good prices for coffee in the international market. The 
extraordinary volume of the 1952-53 coffee crop resulted 
in a record high volume of exports, and foreign exchange 
receipts in the official market rose to $54 million. When 
compared with 1948, the 1953 value of exports showed 
an increase of 69 per cent, and the value of imports an 
increase of 74 per cent. On a per capita basis, exports 
were five times, and imports four times, those before 
World War II. Costa Rica has one of the highest per 
capita foreign trade indices of any of the Central Ameri- 
can countries. The steady increase in the per capita 
index for imports indicates the increasing consumption 
capacity of Costa Rica for import goods, a development 
which can present serious problems because of the pres- 
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sure it will exert on the international reserves of the 
country. 

Coffee and banana exports in 1953 comprised 85 per 
cent of the total value of exports. Although changes in the 
volume and value of both these products have an almost 
immediate impact on the balance of payments, variations 
in coffee prices exert the greatest influence. The varia- 
tions in prices on the international market and in pro- 
duction bring to the Costa Rican economy an element of 
instability and vulnerability. 

The operations of the Compania Bananera de Costa 
Rica are also of importance, since it is by far the largest 
Costa Rican exporter. Under a contract agreed in 1949, 
the Compafiia Bananera agreed to sell to the Government 
foreign exchange proceeds from its exports, while retain- 
ing the right to deduct from its export proceeds profits, 
estimated depreciation, export taxes, and the value of 
some imports necessary for its operations. As a result 
of this agreement, the company, surrendering annually 
to the Central Bank about 50 per cent of the value of its 
exports, is an important supplier of foreign exchange. 

Export products account for 80-90 per cent of Costa 
Rica’s foreign exchange proceeds. Of the proceeds from 
exports, 56.6 per cent is from coffee, 31.9 per cent from 
bananas, 5.1 per cent from cacao, and 1.4 per cent from 
abaca. 


Source: Revista del Banco Central de Costa Rica, San 


José, Costa Rica, March 1954. 


Economic Trends in Chile 

Chile’s export receipts in 1954 have been well below 
those recorded a year ago, and the copper production of 
the three major companies is estimated at 280,000 tons, 
20 per cent less than in 1953. Exchange reserves, which 
had declined after mid-1953, have risen again in 1954. 
In June they amounted to $59 million, $13 million less 
than in June 1953. The cost of living rose by 38 per cent 
in the first seven months of 1954. Outstanding Central 
Bank loans to the Government rose by 37 per cent between 
the beginning of the year and the end of June. Increas- 
ingly heavy social security payments have been a major 
factor in keeping the budget unbalanced. 
Source: The Chase National Bank, Latin-American Busi- 

ness Highlights, New York, N. Y., September 

1954. 


Fund Executive Directors 

At the Ninth Annual Meeting of the Fund, held in 
Washington, D. C., the following Executive Directors 
were re-elected to represent the countries indicated: 

L. H. E. Bury (Australia) : Australia, South Africa 

D. Crena de Iongh (Netherlands) : Israel, Netherlands, 
Yugoslavia 

Otmar Emminger (Germany): Federal Republic of 
Germany 
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Carlo Gragnani (Italy) : Greece, Indonesia, Italy 

Octavio Paranagua (Brazil): Bolivia, Brazil, Chile, 
Dominican Republic, Ecuador, Haiti, Panama, Paraguay, 
Peru, Uruguay 

Louis Rasminsky (Canada) : Canada 

Ahmed Zaki Saad (Egypt): Egypt, Ethiopia, Iran, 
Iraq, Jordan, Lebanon, Pakistan, Philippines, Syria 

Takeo Yumoto (Japan): Burma, Ceylon, Japan, Thai- 
land 

The following Executive Directors were newly elected 
to represent the countries indicated: 

S. T. G. Akermalm (Sweden) : Denmark, Finland, Ice- 
land, Norway, Sweden 

Jean C. Godeaux (Belgium) : Austria, Belgium, Luxem- 
bourg, Turkey 

José Luna-Guerra (Mexico): Colombia, Costa Rica, 
Cuba, El Salvador, Guatemala, Honduras, Mexico, Nica- 
ragua, Venezuela 

Mr. Akermalm has served as Alternate Director of the 
Fund for Denmark, Finland, Iceland, Norway, and 
Sweden, and Mr. Godeaux as Alternate Director for Bel- 
gium and Luxembourg. Mr. Luna-Guerra is Deputy 
Director of Research in the Mexican National Bank of 
Foreign Commerce. 

The Board also includes five Executive Directors 
appointed by the five members of the Fund having the 
largest quotas: Frank A. Southard, Jr. (United States), 
Viscount Harcourt (United Kingdom), Beue Tann 
(China), Jean de Largentaye (France), and P. §, 
Narayan Prasad (India). 





















Fund Transactions 

The record of exchange transactions published in 
International Financial Statistics, October 1954, shows 
that in July 1954 France, which in 1947 had purchased 
$125 million from the Fund, repurchased French francs 
to an amount equivalent to $20 million, and India re- 
purchased rupees to an amount equivalent to $10.5 mil- 
lion. India, which had purchased $100 million from the 
Fund in 1948 and 1949, had earlier in 1954 already 
repurchased rupees to an amount equivalent to $36.2 
million. 














International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 

1818 H Street, N.W. Washington 25, D.C. 
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